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Guest Editorial 
On Delegation of Authority 


At their extremes, there are two ways 
of making sure that everything goes right 
in an organization: 

The first is to watch over details your- 
self. 

The second is to select men who know 
the details. 

Each of them is difficult—but in a dif- 
ferent way. 

The first means tireless attention to 
all things. 

The second means watchfulness of 
general results. 

The disadvantage of the first is that 
it leads to arbitrary standards, which 
cover a wide variety of instances, and 
arbitrary decisions, which are generally 
correct—but also, by definition, incor- 
rect over a varying percentage of the 
cases handled. 

The first method can work with a 
comparatively low grade of personnel, 
and a consequent salary saving. It is 

apt to discourage personal initiative. 

The second method forces a tremen- 
dous concentration and sharp criteria 
on the selection of the men and women 
to whom the decisions are delegated. 
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Nobody who is “good enough” can pass 
this test. No one who “deserves a 
chance” can pass it. Furthermore, no 
single criterion of performance can be 
applied. Each one must be judged on 
its own merits; studying into the differ- 
ences of circumstances and, therefore, 
the net wisdom and courage that has 
been shown in performance. Once a 
selection is made, it has to be backed 
to its ultimate limits. Apparent errors 
or unfortunate net results must be passed 
by, for delegation requires a high degree 
of personal confidence—and this cannot 
lightly be broken. 

Generally speaking, there is little 
possibility of compromise between the 
two methods—to some extent, of course, 
but it does not go far. One must choose 
either one method or the other as a basic 
principle. Either can succeed, as many 
examples indicate. The method any 
one adopts is largely a question of 
temperament, and yet the chances of 
brilliant success favor the method of 
delegation. 


OSWALD KNAUTH 




















The Trend Toward Self-Service 


KENNETH COLLINS 


The growth of the self-service concept is reducing operating costs, increasing 
the average sale, and making shopping easier for the customer. It is the most 
important modern development in retailing. 


There is a revolution taking place in 
the field of distribution, which is re- 
sulting in lower retailing costs, lower 
prices to consumers, and new concepts 
of selling. 

Of course, as in the early stages of 
any revolution, many do not take it 
seriously, and others do not even per- 
ceive it. But intelligent retailers, and 
intelligent manufacturers who serve 
retailers, are more than conscious of the 
changes taking place, and are themselves 
profiting by them. 

The basis of this revolution is a shift 
to almost complete self-service, coupled 
with extreme economies in operation. 


LIMITATIONS OF TODAY’S SERVICE STORES 


Goods no longer accessible. The his- 
tory of most stores in the past fifty years 
has included innumerable steps by 
which customers have been pushed 
farther and farther away from the 
temptation to buy freely. The old 
Yankee notion store, the hardware shop 
of our father’s day, the country grocery 
store that some of us can recall gave us 
reasonably free access to merchandise, 
the kind of access we have today in the 
super-markets where there is always a 
tendency to buy freely just because so 
many things are put in our way. But 
as the years went on, and retailing be- 
came a big business and therefore self- 
conscious and full of pride, many things 


happened to remove the customer from 
contact with the merchandise. 

Fixtures were no longer regarded as 
purely functional; they became beauti- 
ful for their own sake and began to 
remove the customer from contact with 
the merchandise. Think for a moment 
of men’s clothing departments, where 
we once walked among open racks of 
suits and coats, feeling the materials, 
looking closely at the fabrics. Think of 
many clothing departments today where 
we sit surrounded by oak panels and 
see only the suit that the salesman 
thinks may please our fancy. 

Think of the endless rows of counters 
in all parts of stores, isolating the 
customer from any contact with the 
goods. 

Think of the way in which gloves, 
hosiery, shoes, underwear, neckwear, 
and similar articles are hidden behind 
fixtures or under counters, so that the 
customer cannot even see, much less 
feel, the merchandise. 

Reasons for barriers in most stores 
today. Three motives have continu- 
ously operated to produce this result: 
First, a desire to beautify stores; second, 
a desire to cut down soilage, theft, and 
breakage, and to lead to more orderly 
storekeeping; and, third, the erroneous 
conception that the customer is better 
served when a clerk is available to meet 
her promptly, to analyze her needs, and 
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to dig out from a hidden stock the goods 
the clerk thinks will satisfy. 

The proponents of the new school of 
thinking that puts the customer back 
in contact with the goods say of these 
motives that a store may become so 
beautiful that it is completely dumb; 
that the fears about soilage, theft, and 
breakage just are not founded in fact; 
and that the customer is better served 
by being given free access to goods than 
by free access to salespeople. And they 
are right. 

We are learning, through the super- 
markets, that the soilage that may occur 
from a few people handling an article 
is often less than the soilage that occurs 
when an article lies for four or five 
months in a container which, at best, 
lets the soot seep in. We are learning 
that customers do not have any worse 
“butterfingers” than clerks, so that 
breakage is not greater. We are learn- 
ing that customers are as honest as 
salespeople. And as to orderly store- 
keeping, the super-market operators 
prefer a little confusion if it results in 
faster turnover and higher saleschecks. 

We are learning that the right goods 
properly but impersonally presented 
will sell themselves better than the 
average run of salespeople can sell them. 
A growing number of customers prefer 
to make their own undirected selection. 
They wish ample freedom to examine 
and compare without feeling that an- 
other is trying to force or speed up a 
decision. 

These are lessons that are being 
learned from these new self-service 
operators. But most stores have not 
learned them and are still following the 
tradition of walling off customers from 
the things they want to buy. They 
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place emphasis on training poorly paid 
clerks to become expert salespeople and 
upon completing one sale before starting 
a new one. But results have been far 
from satisfactory. In spite of the 
efforts of training departments, the 
standard of service remains mediocre. 
Stores cannot provide a clerk for each 
customer at all times, and few clerks 
can be depended upon really to facilitate 
an intelligent choice. What is more 
inefficient than having clerks pull out 
quantities of stock from shelves, draw- 
ers, and stockrooms; stand about while 
the customer meditates; and laboriously 
put the goods back again after a choice 
is made? 

Suggestion selling, a doubtful service. 
Not once but thousands of times store 
owners, merchandise men, controllers, 
advertising people, and all the other 
members of the cast cry despairingly 
that what is wrong with their particular 
store is a lack of suggestion selling. Is 
it not possible that suggestion selling is 
the worst thing that could possibly 
happen in a store? Remember, mer- 
chants invited this situation by refusing 
to let customers do their own suggesting. 
But, having created this problem, they 
must embark upon a plan to promote 
suggestion selling—a plan that often 
antagonizes customers. 

Maybe we should be very thankful 
that, as a rule, training departments 
have not got very far with this device, 
for see how it usually works: A man 
drops into a store to buy two pairs of 
socks. Now, as a rule, men are not 
dificult customers. They know about 
the kind of socks they want, the size, 
the quality, the material. The man 
in question picks out his two pairs of 
socks, lays down his money, and wants 
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nothing more than to have the trans- 
action completed quickly and painlessly. 
But if he happens to be in the clutches 
of a salesperson who has paid attention 
to all this talk about suggestion selling, 
he then gets a barrage of gratuitous ideas 
thrown at him. “Could I interest you 
in a necktie?” Or, “We have a special 
today in men’s shirts and shorts.” At 
this moment the average man takes a 
hurried look at his watch, asserts that 
he has to catch a train, and urges the 
clerk to hand him the package and his 
change. He does not have to catch a 
train for at least a half hour; he will sit 
around the station for that time, reading 
the newspaper, but he just does not want 
to be sold something; he puts his guard 
up. He is at once on the defensive. 
Very often he decides not to return to 
that particular store because he resents 
the experience he has just gone through. 

At the telephone-order boards today, 
the girls are carefully instructed and 
supervised in the business of high- 
pressure suggestion selling. You call 
the so-and-so department store and 
state that you want to buy a copy of a 
certain book. You are connected with 
the book department, find the price of 
the book, place your order. Then the 
order-board girl gets to work. She 
calls your attention to the semiannual 
sale of hardwater soap or to that day’s 
unusual value in silk stockings. By 
this method you have already been sold 
several gross of hardwater soap; your 
favorite stockings come from another 
store, but you often weakly give in— 
simply because you do not desire to be 
brusque or discourteous—but you do 
not telephone a second time. 

Let the merchandise do its own sug- 
gesting. Suggestion selling, even in the 


best hands, often does far more harm 
than good. But think of the difference 
in the store where the customer is left 
entirely to his or her own devices. Now, 
when that state of affairs happens in 
a store where, so to speak, padlocks 
are put on the goods, the customer is 
irritated; he cannot do anything about 
making the selection he has in mind. 
But in the type of store where mer- 
chandise is freely displayed, clearly 
marked, and readily placed in some 
convenient fixture, there is no mental 
guard up. No one else is trying to sell 
the customer anything, but the customer 
begins selling himself. We all want 
innumerable things. The minute we 
see them, we are tempted to buy them. 
Yes, we will suggest hundreds of items 
to ourselves; we will resist any effort on 
the part of another person to suggest 
them to us. 


RESULTS OF SELF-SERVICE 


The results thus far achieved with 
self-service are startling. On the sales 
side, self-service has increased average 
checks by as much as forty per cent, 
has “stepped up” turnover, has kept 
down losses by soilage, breakage, and 
theft. On the expense side, operating 
costs have been reduced by as much as 
eight to ten per cent. 

Effect of self-service on sales. The 
positive advantage of an increase in 
average sales when customers wait on 
themselves has long been overlooked— 
perhaps because it is so obvious. 

To any one who likes to hear the cash 
register ring, it is a pleasure to walk 
through a typical super-market. Hus- 
bands very frequently accompany their 
wives, so that shopping tends to become 
a family affair. But whether this is the 
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case or not, customers browsing among 
the merchandise itself are tempted to 
buy far more than they ever anticipated 
purchasing. They recognize a_ well- 
known package of breakfast food, a 
kind of soap they may not have seen in 
years, a familiar brand of coffee, or 
syrup, or soup, and add them to a grow- 
ing pile of articles. Before they realize 
the fact, they have selected far more 
than they expected to, simply because 
the temptation to buy is very strong 
when they are permitted to go as they 
please and to choose as they please. 

These are not just ‘“‘wishful thinking” 
statements. A number of super-market 
saleschecks have gone up as high as 40 
per cent. Now, as saleschecks increase, 
turnover speeds up. As turnover in- 
creases, soilage, breakage, and the dan- 
gers of theft decrease. 

When one thinks about this increased 
turnover, this larger average check, he 
should not really be startled. Is there 
any one who has not, at some time or 
another, walked along a slow-moving 
line in a cafeteria, intending to choosea 
simple meal, only to find himself sitting 
at a table looking in bewildered astonish- 
ment at the salad, the ice cream on the 
pie, the fancy buns, and the extra vege- 
tables that he had no intention of select- 
ing? In cafeterias we buy more than 
we intend to; it may be our acquisitive 
instinct. 

Similarly, in the better five-and-dime 
stores, we invariably buy one or more 
“extras.” A new gadget to open beer 
cans, a handy little file, a ten-cent tube 
of tooth paste—hundreds of articles 
become appealing just because we are 
left alone with the merchandise. And 
who has not gone into one of these stores 
a few days before Christmas! Then we 
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go on an orgy of spending, buying enough 
Christmas tree ornaments to cover the 
Salvation Army’s tree, even though we 
have only a scrawny little bit of ever- 
green that could be amply bedecked at a 
cost of half a dollar. 

All this plus spending in cafeterias 
and ten-cent stores has come as a result 
of leaving us alone to do our own sug- 
gestion selling. If a waiter tried to 
suggest the added food items, or a clerk 
the added gadget items, we would in- 
stinctively put up our guards and say 
“no.” We resent being sold things; 
we like selling ourselves. 

Effect of self-service on expense. Self- 
service not only increases sales; it 
reduces expenses. In fact, the funda- 
mental cause of its development was the 
recognition by many retailers, particu- 
larly in the chain food-store field, that 
their rising costs of distribution were 
resulting in serious losses in sales. They 
realized, even five and six years ago, 
that expense rates were too high. They 
realized that we were then, and would 
be for a long time to come, living in a 
world of high taxes and lowered average 
incomes, with a consequent demand for 
merchandise at more than popular prices. 

The chief economy in self-service 
has come through a reduction of selling 
expense. But many other savings have 
accompanied that. Fixtures are far 
less expensive when they are designed 
solely to serve the utilitarian purpose of 
housing goods so that people can gain 
ready access to them. Elaborate and 
costly types of packing and wrapping 
are eliminated when customers collect 
articles themselves and put them to- 
gether in one simple container. Deliv- 
ery expense is eliminated entirely. 
Along with these inevitable economies 
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many of the chains have insisted upon 
others in receiving, marking, grading, 
the passing of invoices, and the like. 
And while these were not necessarily a 
consequence of the self-service type of 
store, they grew naturally out of an 
expense-conscious organization. 

These items are on the expense side. 
They could be pretty well foreseen by 
any one who, theoretically, contem- 
plated such an operation, though it is 
to be doubted if any one could have 
foreseen cuts of 8 per cent in the expense 
rate! 


SELF-SERVICE INVADES NEW FIELDS 


This revolution in retailing is going into 
many fields. Most readers have heard of 
the new branch store that Macy has 
opened in Syracuse, New York, for the 
purpose of retailing best-selling merchan- 
dise, largely on a self-service plan. Many 
merchants feel this is the beginning of 
wide-scale operation of this sort by 
Macy’s and other department stores. 
Of course, any number of highly success- 
ful apparel operations have been growing 
along these lines for the past five or ten 
years. There seems every reason to 
believe that they will continue to expand 
and that more and more fields of retail- 
ing will be invaded. 

Modified application. But even stores 
that are not in a position to take the 
radical step of switching over to com- 
plete self-service can learn many object 
lessons from the recent experiments 
along that line. Many store owners 
shudder when they see counters piled 
fairly high with merchandise. But they 
ought to be pleased at the resourceful- 
ness of a buyer who is bringing goods 





to the immediate attention of customers. 
Many more plainly informative signs 
could be used—silent salesmen, if you 
please. Glassed-in display cases should 
be used for complete assortment dis- 
plays, so that customers will find it very 
easy to point to precisely the article they 
want. 

Any merchant with a _ reasonable 
memory can remember the appearance 
of the average hosiery, handkerchief, 
glove, or underwear display case. There 
one finds a handkerchief carefully draped 
against a perfume bottle, or a piece of 
underwear with the same inevitable 
perfume accessory, or a glove with the 
fingers pointed upward on some form, 
or a pair of hose laid out carefully along- 
side a pair of gloves or a handkerchief. 

It is doubtful if anything is sold from 
such cases. Once in a while, the glove 
may be so distinctive that it may attract 
the eye of a customer. Usually such 
“trims” are just the result of laziness 
and habit. 

If these cases showed all the types of 
gloves, all the lengths or colors of 
hosiery, many of the designs of handker- 
chiefs, many of the types of underwear, 
the customer would have a chance to do 
her own selecting. 

One store owner objects to this type 
of display because he says that custom- 
ers occasionally ask for a certain article 
shown that has been sold out of stock, 
and the reorder for which has not come 
in. While all may not agree, is it not a 
reasonable opinion that this man is in 
the wrong business? 

Any store owner may be in the wrong 
business if he does not become increas- 
ingly conscious of this trend toward self- 
service. 
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Records for the Merchandise Manager 


Although there has been much written about the value of certain records for the 

merchandise manager, a summary of all the reports that he should have has 

probably not been previously made. All of the records listed here are kept by 

a well-known merchandise manager who has had broad experience in a 
number of leading department stores. 


NECESSITY OF RECORDS 


Without adequate departmental rec- 
ords in the merchandise office, it is diffi- 
cult to see how any merchandiser can 
intelligently discuss plans and problems 
with his buyers and correctly advise 
them. With such records, however, 
it is possible for a merchandise manager 
to get along without an assistant and 
yet supervise fifteen to twenty buyers 
and a large volume of business. The 
savings in assistants’ salaries will offset 
many times over the cost of maintaining 
the records. 

Again, adequate records ensure the 
store against the losses so often accom- 
panying changes in personnel. If a 
buyer leaves suddenly, the merchandise 
manager is able to carry on intelligently 
until a new buyer is obtained. And the 
new buyer finds in the merchandise office 
a careful history of past performance 
to guide him, even if the former buyer 
has left no records. If the merchandise 
manager leaves, the records provide his 
successor with accurate, up-to-date fig- 
ures and facts that allow intelligent 
administration from the start. 


MAJOR RECORDS CLASSIFIED 


The following outline presents the 
major records kept in the merchandise 
office, classified under four heads. 
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I. Dollar records 
Past results 
1. Weekly operating report, covering 
merchandising and expense data for 
each department 
2. Outside records (1) providing stand- 
ards for such items as turnover, 
markup, and expenses, and (2) 
indicating sales and stock trends 


Plans 

3. Six months’ plans, budgeting by 
months the major elements entering 
into profits, such as sales, markups 
and expenses (departmental) 

4. Open-to-buy reports, showing daily 
the amount each department has 
available for merchandise purchases 
during the current month (de- 
partmental) 

II. Unit records 
Past results 

5. Monthly sales report by classifica- 
tion and price (departmental) 

6. Periodic color and material analysis 
of sales (departmental) 

7. Monthly purchase summary by 
manufacturers (departmental) 

8. Slow-selling report (departmental) 

9. Weekly want-slip survey (depart- 
mental) 

10. Advertising results and weather 


Plans 
11. Staple stock lists (departmental) 
12. Planned price lines (departmental) 
III. Nonstatistical 
13. Monthly résumé of events (de- 
partmental) 
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vertical fashion for one department 


' 


IV. Managerial ra department is not reproduced because 
#6. — i requisition: plans (de- its many headings make a very wide 
partmen ‘ ‘ : _ i 
15. Monthly advertising plans (de- form necessary. The information in- ' 
partmental) cluded, however, is listed below in : 


An explanation of these records fol- 
lows: rather than horizontally as on the actual : 
j 


1. Weekly operating report. This sta- form. See figure 1. 
tistical record shows the weekly and 2. Outside records. The chief outside 


monthly position of each department. statistical records kept for comparison 
The actual form with a line for each purposes are: 











FicureE 1. 
WEEKLY OPERATING REPORT Amount 
Date 
Department name as 
Department number Darn Will 
1. Invoices—Foreign ———_—_— 
‘R Domestic —_——__—— 
3. Sales—Current month—actual ——___—- I 
4. Current month—plan —_——__——— : 
5. Year to date—Increase or decrease ——_——_—— ' 
6. Year to date—Actual ——___—— 
7. Retail Purchases—Current—Amount a 
8. Markup % a 
9. Year to date—Amount ———_—_—__- 
10. Markup % mo i 
11. Plan markup % —_—_—_—_— 
12. Markdowns—Current amount ——__—_—_—- 
13. Year to date —_—_—_——_ 
14. % year to date ——____—— 
15. Retail Inventory—Actual / ——_____— 
16. Planned aan ae 
17. Increase or decrease ene 
18. Open to Buy—Beginning of month ——_—_____ ' 
19. Remaining Of “a 
20. Outstanding Orders—This month ——___—_—_ 
21. Next month —- 
22. Balance nS eee 
23. Total waeeren tase 
24. Gross Profit—Current we 
25. Year to date a ao 
26. Cash Discount—Q% to net sales year to date —-——_——- 
27. Dollars year to date —__—_____ 
28. Turnover—Year to date a cern 
29. Selling %—For month ————— 
30. Year to date Be AL 
31. Advertising Cost—For month —— 
32. Year to date 
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Departmental Merchandising and Operating 
Results—annual reports of the Control- 
lers’ Congress of the N.R.D.G.A. 

Operating Results of Department and 
Specialty Stores—annual reports of the 
Harvard Bureau of Business Research 

Federal Reserve Board’s monthly reports on 
sales and stocks in the district and in the 
trading area 

Confidential reports from associated stores 


3. Six months’ plan. A plan is made 
for each department covering the fol- 
lowing for the season and each month: 


Sales 
Stocks 
Purchases 
Markup 
Markdown 
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Stock shortage reserve 
Alteration costs 

Cash discounts 

Selling cost 

Direct nonselling cost 
Advertising 
Contribution profit 


The form is not given here because it is 
similar to forms that have frequently 
been reproduced. 

4. Open-to-buy record. As revealed 
in figure 2, this form shows daily the 
difference between the month’s open-to- 
buy and the net orders already placed. 
This form gives the merchandise mana- 
ger control over the buyer’s distribution 
of his open-to-buy. Instead of spending 
his month’s allotment during the first 


FIGURE 2. 
OPpEN-TO-Buy REPORT 





Ooteber 


Winter 
Goode 


Acvancs 
Stock 3690 


Open 
te Buy 17333 


10/5 sales 

increase 

over plan 

at cost 2100 
K 


10/10 stock 
increase 
at cost 
over plan 
for 10/31 
1600 
is 


Form 116 








DEPARTMENT 742 





Returns | Mark 
Cancellati to Mfgrs Limit | Markups 
(Cost) 1500 
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FicureE 3. 
‘paw eK * 
| 
Unit anp DoLLaR MONTHLY SUMMARY SHEET i 
5 
Month Department 
T ; | 
y Item tes. | Total Total 
p Dollars Units 
e 5.95 4.75 3.75 2.95 1.95 194 1.79 1.19100 94 .79 .59 
neaehil wilehbninah Salis & “3 
A Felts 37 41 64109 263 2,225 210 1,481 2,640 374 9,990 7,444 
C Crepe 241 474 930718 
K Antelope 142 700 912 842 
M Velvets 40 298 1,652 2,230 1,990 
N Novelty 4 2 66 295 29 49 396 
V Velours 413 1,367 3,857 1,780 
XX Asst. 1,108 612 287| 1,744 1,977 
MA Matron Felts 53 171 174 1,244 434-95 (141 4,268 2,312 
MM “  Velvets 59 401 892 460 
MV 9 62 642 1,483 713 
Total 37 98 «246-857-263 2,614 4,012 210 3,023 5,856 1,127 286 26,738 18, 629 | 


Ficure 4. 


rom SLOW SELLING STOCK a GE Se are o % mncaree err oo 


voor _ 5 Se ence mown wre aus mara snows comrusre 
MBRCHANDIRE CLASSIFICATION — DEPARTMENT 


@ urvENwToRY rIRST MONTH SECOND MONTH . THIRD MONTH | FOURTH MONTH vwTH MONTH | xT MONTH 
' an eteacedenes > ove 3 L 
levtginet ns Dats al A | wae ttle | coaal 
| metas 1 wr AVOUT | @PreMeer OCcTOSER NOVEMBER 
WEEK ENDED WEEE ENDED _ WEEK ENDED WEEK ENDED WEEK ENDED 
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week or ten days, the buyer is aided in 
reserving some of his open-to-buy to 
procure needed goods late each month. 

5. Monthly sales report. This sum- 
mary shows the sales realized in each 
classification and price line within the 
department. Dollar volume is also indi- 
cated for each classification. A sum- 
mary for the year is drawn off from the 
monthly reports. Figure 3 shows the 
form as used in a millinery department. 

6. Color and material analysis. In 
fashion departments, a sales analysis by 
color and material is made periodically 
from stubs. Colors are arranged hori- 
zontally and materials vertically to show 
both the color distribution in each ma- 
terial and the material distribution in 
each color. 

7. Purchase summary by manufac- 
turers. This monthly report gives the 
total net purchases made from each 
of the resources used by the depart- 
ment. It aids in determining the re- 
sources that should be awarded the bulk 
of the department’s business. From 
the monthly reports, a yearly summary 
by vendor is prepared. 





8. Slow-selling report. From the 
semiannual inventory sheets, lists are 
drawn off of all old merchandise. These 
lists are inventoried each month and 
returned to the merchandise manager’s 
office. Figure 4 makes the use of this 
record clear. 

9. Want-slip summary. Once each 
week, all want slips are sorted by “‘item 
called for” and summarized on the form 
illustrated in figure 5. The record is 
used not only to keep current stocks 
complete but also to plan stocks the 
following year at the same season. 

10. Advertising results. A record of 
every advertisement is kept in a loose- 
leaf notebook. Except for institutional 
events, this shows the advertisement 
itself, the cost, the units sold, the ratio 
of advertising cost to resultant dollar 
sales, and the weather on the selling 
days in question. It is useful in analyz- 
ing advertising mistakes and in planning 
promotions at the same season the 
following year. 

11. Staple-stock list. The merchan- 
dise manager works out with each buyer 
and then maintains in his office a list of 




















Ficure 5. 
WEEKLY WANT-SLIP SUMMARY 
Week Ending _ ae Department 
wy 1 ~ . tet oy 

Item Called for | Description Sizes | Color | Price | No.of |  Dispesition 
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all items in each department that 
should always be in stock. It is ar- 
ranged by merchandise classification and 
shows the style numbers, sizes, colors, 
and minimum and/or maximum quanti- 
ties that should be on hand each season. 
The table below shows the minimum 
stock plan for blue serge suits where a 
local manufacturer makes spot delivery. 


Sizes 35 36 37 38 39 40 42 44 46 
Blue Serge Suits 
SB Regular...... 223323322 
Eeaee........ 8823233 
cs ss ess. ee fe Se 
Short Stout...... 2332 
Stout........... 2°3°3:2°2)8 


It is considered a ‘‘crime” to be out of 
stock on staple items. 

12. Planned price-line report. Official 
price lines in each classification in each 
department are listed. See figure 6. 
Under the season column is indicated 
whether the price line is to be used 
throughout the year or only in certain 
seasons. The age limit indicates how 
old merchandise in that price line may 
become before being subject to a mark- 
down. The maximum cost is the most 
that the buyer may pay for goods in the 
price line except when given express 
permission by the merchandise manager 
to pay more. The markup per cent is 
the minimum markup that will be re- 
alized when the maximum cost is paid. 

13. Monthly résumé of events. This 
report is made out by each department 
manager immediately at the close of 
each month. It provides vital informa- 
tion not fully revealed in the statistical 
reports provided. One copy is retained 
by the buyer, the other turned in to the 
merchandise office. It is used as a guide 
for present and future operations. In 
addition to notes about each depart- 
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ment’s peculiarities, the following gen- 
eral subjects are covered in this résumé: 


a. Important events, best sellers, styles, colors, 
fabrics, etc., for the month 

b. Important resources 

. Nonprofitable resources and events 

d. Events planned for next year, overlooked 
this year 

e. Outstanding competitors’ events 

f. Recommendation for next year regarding 
layout, help, etc. 

g. Notes of interesting events, items, sales, 
etc., in out-of-town stores 

h. Causes of markdowns 


a 


14. Weekly help-requestion plan. The 
function of planning sales and stock help 
is not always the function of buyer and 
merchandise manager, but under the “de- 
partment manager plan” it is. Figure 
7 shows how the planning is done. The 
daily plans are based upon both dollar 
sales and transaction estimates for each 
day. On the back of the form, the 
buyer indicates by name the extra sales 
help wanted. The merchandise man- 
ager approves the plan and exercises 
supervision to see that it is followed. 

15. Monthly advertising plan. This 
form shows the planned monthly adver- 
tising allowance for each department, 
the individual promotions planned, the 
date of advertising each item, the price, 
the newspaper or other media, the space, 
and the cost. 

Records other than those listed do 
flow through the merchandise manager’s 
office. Buyers’ orders, markdown requi- 
sitions, requisitions for advertising, for 
supplies, and for layout changes are the 
majorones. But these do not constitute 
the permanent records maintained for 
future guidance. 
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An excellent plan is to provide a file 
or loose-leaf book for each department 
in which to accumulate most of the 
records of long-term significance de- 
scribed above. This file thus becomes 
the fountain of facts in regard to the 
department. 


An Arithmetic Review 
for Students of Retailing 


The most common weakness encoun- 
tered among students of retail merchan- 
dising is a lack of mathematical ability. 
The difficulty generally is caused by 
inability to perform accurately the com- 
mon arithmetic processes rather than 
failure to grasp the relationships evolved. 
Weakness in arithmetic is the result 
either of poor training in the grades or 
of rustiness from lack of use. 

To help solve the problems of students 
with a deficiency in this direction, Miss 
Jennie Graham, teacher of retailing in 
Rochester, New York, has prepared an 
Arithmetic Review for Retail Training 
Groups. It has been published by the 
JouRNAL oF Retarinc. The manual 
contains five chapters: The Need for 
Review; Fractions; Decimals; Percent- 
ages; and the Equation Method. 

Each process is carefully explained 
by examples and adequate practice 
problems are provided. 

The manual should prove a boon both 
to the individual student who is rusty 
on arithmetic and to the class that is 
soon to take up problems in retail 
merchandising. 
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A Merchandising Efficiency Index 


JoHN W. WINGATE 


The I. Goodman Company of Budapest, Hungary, has developed a ‘‘de- 

partmental efficiency index’ with which to compare the operations of different 

selling departments. It was found particularly effective in spotting weak 

departments and in indicating those in which additional merchandise invest- 

ments could most profitably be made. 

now in the United States, has refined the index and couched it in the termi- 
nology of the retail method of inventory. 


NATURE OF THE INDEX 


The departmental efficiency index, 
here under discussion, is the profit (or 
margin) as a per cent of sales multiplied 
by capital turnover. Asa formula: E.I. 
= Profit per cent of sales X Capital 
turnover. 

Capital turnover is defined as net 
sales divided by the average cost 
investment in merchandise inventory.! 
Thus, a department may show a profit 
of 5 per cent of sales and have a capital 
turnover of 10. Its efficiency index, 
then, is 50. 

This index may also be stated as a 50 
per cent profit on the merchandise 
investment, as the following reasoning 
indicates: 

A 5 per cent profit means $5 profit to 
every $100 of sales; and a capital turn- 





1 Ideally, in computing capital turnover for purposes 
of the E.I., the original value of the average inventory 
rather than the current depreciated value should be used— 
since the original value is a better measure of investment, 
Thus, if the retail inventory is $10,000, and the markon 
40 per cent, an estimate may be made of the markdowns 
and shortages that have already been taken on the inven- 
tory. If this is $1,000, the original retail value is $11,000 
and the original cost value $6,600 (11,000 X .60). The 
capital turnover would then be computed by dividing the 
sales by $6,600 rather than by $6,000. The difficulty of 
estimating markdowns already taken on the goods in stock 
may make this refinement of questionable value. It 
should be recognized, however, that an E.I. based on 
current inventory values somewhat overstates the return 
on the merchandise investment. 
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Mr. Leslie Aczel of this company, 


over of 10 means that the sales of $100 
are 10 times the merchandise investment. 
The merchandise investment, then, is 
$10. The profit of $5 is 50 per cent of 
the investment of $10. Thus, the effi- 
ciency index equals the per cent of profit 
on the investment. 

The index in terms of stock turn. 
Many stores keep their turnover data 
in terms of stock turn; i.e., sales divided 
by average stock at retail. This figure 
may be converted readily into capital 
turnover by dividing it by the comple- 
ment of the markon per cent.2_ Thus, 
if stock turn is 5 and the markon is 40 
5, or 8.3. 

Because of this relationship between 
stock and capital turnovers, the E.I. 
may be restated as: 


per cent, the capital turn is 





2 The E.I. may also be stated as Profit per cent of cost X 

Stock turnover 
Sales 
Average Retail inventory 
Cost of sales* 
Average Cost inventory 
$ Profit Cost of sales 
Cost of sales Average Cost inventory 
$ Profit 

Average merchandise investment 
Since cost of sales is often not readily available, this 
expression of the E.I. is of limited value. 





Proof: Stock turnover = 








.. ELL. 





® Under the retail method, turnover computed from 
cost figures differs from turnover at retail whenever 
reductions occur, but the discrepancy is not great. 
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E.I. = Profit per cent of sales X 


Stock turnover 
100 per cent — Markon per cent 





Profit per cent of Sales X Stock turnover 
Complement of markon per cent 





For example, if profit is 5 per cent, 
stock turn 6, and markon 42 per cent, 
5X6 _ 30 _ 


Nature of the profit figure used in the 
index. The profit figure used in the 
calculation of the E.I. should be the 
profit for which the department man- 
agers of the store in question are held 
responsible. 

1. If they have little to say about 
expenses and are not credited with cash 
discounts, it should be the maintained 
markup. This is the difference be- 
tween sales and gross cost of merchandise 
sold. (In percentage terms, it is the 
difference between the cumulative mark- 
on and the cost of the reductions; i.e., 
markdowns and shortages.) 

2. If department managers are cred- 
ited with cash discounts earned but are 
not responsible for expenses, the profit 
figure used should be the gross margin. 

3. If they are responsible for direct 
expenses—particularly selling and buy- 
ing salaries and advertising—it should 
be each department’s contribution to 
store overhead and profits. This is the 
difference between gross margin and 
direct expenses. This figure is also 
called “controllable profit” and “semi- 
net profit.” 

4. In the rare case, when the depart- 
ment manager is held responsible as well 
for overhead charged to his department, 
the net operating profit might be used. 
But because of the manager’s lack of 
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actual control over operating profit, this 
figure would not be an adequate measure 
of efficiency unless overhead were pro- 
rated to all departments in proportion 
to their controllable profit figures. 

In practice, (3) above would seem 
to be the most satisfactory basis for 
general use. An index based on con- 
trollable profit may be called the net 
efficiency index as distinct from the 
gross efficiency index, based on main- 
tained markup, (1) above. 

Significance of the index. Since the 
efficiency index boils down to the rate 
of profit on merchandise investment, 
it would seem to make the goal of the 
merchandising operation of a department 
(as distinct from that of the whole store) 
the per cent of profit on the investment 
in merchandise. Thus, if a department 
buyer is allotted $10,000 of the firm’s 
money with which to procure and main- 
tain a stock assortment, his responsibil- 
ity would seem to be to obtain a ratio 
of controllable profit commensurate to 
that obtained on investments allotted 
to other buyers. He may realize sales 
of $25,000 and show a profit of $5,000 
during an accounting period; he is thus 
earning 50 per cent on the investment 
allotted to him; and his efficiency index 
is50. Another department with $20,000 
cost investment, sales of $200,000, and 
$20,000 profit, earns 100 per cent, and 
has an efficiency index of 100. Thus, 
the second department is the more 
“efficient,” even though it earns only 
10 per cent on its sales, whereas the first 
earns 20 per cent. With twice as much 
investment, it earns four times as much 
dollar profit. 

Since the efficiency index (ratio of 
profit to merchandise investment) is the 
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product of profit percentage of sales and 
capital turnover, it is clear that a great 
many different combinations of profit 
on sales and capital turnover will yield 
the same efficiency ratio. See table 1. 
A low profit on sales of 12 per cent accom- 
panied by a high capital turnover of 10 
is just as ‘‘efficient”’ as a high profit on 
sales of 24 per cent accompanied by a 
low capital turnover of 5. In each case, 
120 per cent is earned on the merchan- 
dise investment. 

A realization of this fact should lead 
to less insistence on the part of store 
management that a certain markup or 
turnover be realized by the buyer. The 
emphasis will shift to the product of 
these two factors. If, by means of a 
low markup and resultant low profit on 
sales, the buyer can increase his capital 
turnover, he may achieve a higher effi- 
ciency ratio than would be possible 
with a high markup and resultant high 
profit on sales but a low turnover. 

In practice, the use of the efficiency 


index is likely to lead to greater emphasis 
on low and clean stocks. The profit 
margin obtainable is to a large extent 
controlled by price competition but there 
are in many departments marked oppor- 
tunities to increase turnover through 
more careful stock selection, elimination 
of dead merchandise, and more frequent 
reorders. In the past, more attention 
has generally been given to markup than 
to turnover; the E.I. looks upon the two 
as of equal importance. 

Limitations of index. There are two 
major limitations to the efficiency index 
as a basis for evaluating the operation 
of a department. 

First, it gives no weight to increased 
volume except in so far as it may result 
in a larger capital turnover. The em- 
phasis on a high return on capital may 
retard expansion and an increase in 
dollar profits. For example, a depart- 
ment with sales of $100,000, average 
merchandise investment of $10,000, con- 
trollable profit of 20 per cent of sales, 


TABLE 1. EFFICIENCY INDEXES FOR DIFFERENT COMBINATIONS OF CONTROLLABLE PROFIT AND 
CAPITAL TURNOVER 


Note that different combinations of capital turnover and profit yield the same efficiency index. For 


example, all points along the curve have an efficiency index of 120. 
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and efficiency index of 200 may have an 
opportunity to add lines that would 
increase sales to $150,000, but the addi- 
tional investment may be $10,000. 
Thus, the capital turnover is reduced 
from 10 to 74. With the former margin 
of profit, the E.I. would be reduced to 
150 from the former figure of 200, but 
the dollar profit is increased from 
$20,000 to $30,000. It is true that 
twice as much capital is required, but 
an annual added controllable profit of 
$10,000 on an additional investment of 
$10,000 is much better than allowing 
capital to remain idle or to earn three 
to six per cent invested outside the 
business. Today money is cheap; many 
stores have ample reserve funds waiting 
to be put to use; a relatively low re- 
turn on an additional merchandise in- 
vestment is better than none at all. 
The above analysis would indicate 
that the E.I. alone is not an adequate 
basis for deciding upon expansions and 
contractions of selling departments. 
Again, in a growing department, it may 
be normal for the efficiency index to get 
smaller. The index does reveal, how- 
ever, which buyers are earning the most 
in ratio to the firm’s funds allotted to 
them for merchandise and which are 
earning very little. If assortments are 
to be expanded, the departments that 
have high efficiency indexes would seem 
to deserve preference over those with 
low indexes—they are more likely to 
achieve a satisfactory return on addi- 
tional capital. The departments with 
low indexes, unless they have unusually 
large or expanding sales volumes, are 
the weak departments. They are earn- 
ing little on the capital allotted to them. 
Efforts should be made (1) to increase 
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the margin, (2) increase the turnover, 
or (3) to achieve a combination of higher 
margin and higher turnover. The ulti- 
mate aim would seem to be to increase 
the E.I. in those departments where the 
figure is below the store average and, 
by further investments, to decrease it 
gradually in the departments where the 
E.I. is exceptionally high. 

A second limitation of the index is that 
it disregards capital investment in other 
than merchandise inventory. Invest- 
ment particularly in furniture and 
fixtures and in the space allotted to the 
department is not included in the for- 
mula. A buyer may have a high E.I. 
but because of the elaborate fixtures 
in his department or because of the high 
value of the floor space he occupies 
be earning little on the total investment. 

In answer to this, it should be stressed 
that the index is designed for the evalua- 
tion of the efficiency of buyers of depart- 
ments—not to determine the effective- 
ness with which total invested capital 
is used. The buyer had little control 
over his fixtures or over the amount of 
space allotted to him but he does control 
his stock investment. His effectiveness, 
then, is measured better by the return 
he achieves on his merchandise invest- 
ment than by the return on total invest- 
ment made in or attributable to his 
department. 


CHIEF ADVANTAGES OF THE INDEX 


The E.I. would seem to be particularly 
useful to spot strong and weak depart- 
ments and strong and weak merchandise 
classifications within each price line. 

Spotting strong and weak departments. 
A weak department may be defined as 
one that has an E.I. considerably lower 
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than the store average and that is failing 
to increase its volume in proportion to 
the rest of the store. A strong depart- 
ment is one that has a high E.I. and that 
is showing an unusually rapid growth. 
Weak departments may require higher 
profit margins or more promotional 
emphasis, but the difficulty very fre- 
quently is inadequate turnover caused 
by poor assortments and poor stock 
control. Strong departments may re- 
quire additional investment in order to 
make idle capital or capital liberated 
from weak departments as profitable 
as possible. 

The E.I. is a better measure of depart- 
mental strength or weakness than the 
present controllable profit per cent 
used in stores. Two departments may 
both show a difference between their 
gross margins and direct expenses of 15 
per cent but one may be strong and the 
other weak. Department A may have 
a capital turn of 20 and department B of 
5. The first is earning 300 per cent on 
its investment and the other 75 per cent. 
The store average may be 150 per cent. 
Department A is strong; department B 
is weak—assuming sales increases in 
both are not more than average. 
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The E.I. of each department may 
more readily reveal strength and weak- 
ness if expressed as a percentage of the 
E.I. of the store as a whole. For exam- 
ple, the E.I. 300 of department A above 
may be expressed as a percentage of the 
store average 150. This gives 200. 
Likewise the E.I. 75 of department B is 
50 per cent of the store average. So 
expressed, the storewide E.I. becomes 
100, an easily recognized concept. 

Table 2 gives the typical figures for 
selected departments in the women’s 
accessories group in stores with sales of 
five and ten million dollars in 1939. It 
shows that in spite of an almost average 
controllable profit, gloves earn a rela- 
tively small per cent on the investment. 
Corsets, which have often been consid- 
ered the strongest department in this 
group because of their high profit margin, 
show only an average performance 
among accessories when turnover is 
considered. Millinery, while earning 
by far the largest return on investment, 
has failed to grow in volume. Neck- 
wear and scarfs, in spite of the low con- 
trollable profit, stand out as one of the 
strongest of these departments. 


[Continued on page 126.| 


TABLE 2. CALCULATION OF EFFICIENCY INDEXES FOR SELECTED DEPARTMENTS 
Department Stores $5-$10 Million: 1939 





1 2 3 4 
Stock Markon Capital Conirol- 


5 6 7 
Ratio of Sales to 








Department Turn Turn able sade El. to Last 
Profit Store Year 
Average 

Neckwear and scarfs............... 6.5 40.3 10.9 22.9 250 165 104 
ike od eed SR SS 49.0 21.6 27.1 586 388 100 
SST ASK A ie Be 40.6 5.6 24.6 137 90 104 
Corsets and brassieres.............. 4.3 42.6 7.5 29.2 219 144 104 
ee Sey eee ve 5.7 37.4 8.6 25.2 217 143 103 
Silk and muslin underwear.......... 4.2 36.8 6.6 24.8 164 108 103 
Main store asawhole.............. 3.9 40.3 6.5 23.4 152 100 105 
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Manufacturing Chains in the Men’s 
Wear Field 


CirrFrorp A. NorByY 


Manufacturing chains seem to be offering the customer a better suit for the 

money than do the independent stores. The reasons for their success, the 

difference in costs, and the opportunity for the independents are discussed 
in this study. 


° 
REASONS FOR CHAINS’ SUCCESS 


In the past decade, manufacturers 
who operate retail outlets have made 
tremendous strides in the men’s wear 
field. Nearly every manufacturer who 
has opened retail stores has made a 
success. The reasons for this are not 
hard to determine. 

Mass production. Mass production 
is possible since chains set their prices 
in the volume field. It has been 
estimated that 90 per cent of the suits 
purchased in 1939 in this country were 
under the $25 retail price. The original 
success of the chains was at least partly 
due to the depression, which forced 
men to purchase cheaper suits than 
they had been accustomed to purchase. 
Their continuing success is due to the 
fact that the purchaser has discovered 
that he can get more actual value for his 
dollar by purchasing a chain store’s suit. 

This volume of business has made it 
possible for the chain manufacturer to 
operate his plant on a mass-production 
basis, and in this way lower the cost of 
manufacture. 

The chain organization insists that 
it has the best and the most satisfied 
employees in its factories that can be 
found in the industry. This seems 
logical, since the union sets the wage, 
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and the chain factory works fifty weeks 
out of the year while nearly all other 
manufacturers tend to have long periods 
of layoffs between seasons. This is due 
to the fact that the other manufacturers 
make up garments for the whole season 
in a short space of time. It would seem 
that under these conditions the chain 
organization should have its choice of 
workers in the field, and in this way 
should have a better garment. This last 
statement is questioned by many leading 
manufacturers, but they have shown no 
reason why it should not be true. 

In the manufacturing process itself, 
the volume of the chains gives them many 
advantages. It is possible to hire excel- 
lent designers without adding greatly 
to the cost per garment. Chains have 
their own testing laboratories to deter- 
mine the quality of the goods before it 
is purchased. They do an excellent 
job of cloth processing. It is possible 
for them to purchase expensive machines 
to do single small operations better. 

Retail expense. The chain manufac- 
turing organizations have cut their 
retail overhead as well as their manu- 
facturing overhead. They locate their 
stores in low-rent areas in some cases, 
but their rent is always low in relation 
to their volume. They bring the store 
to the customer by locating several stores 
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in a metropolitan area rather than re- 
quiring customers to go to a central 
point. Their principal saving in over- 
head is due to the lack of services they 
offer. They do not have delivery, fine 
restrooms, or the many personalized 
services that the average department 
store offers. 

Coérdination of retailing and manufac- 
turing. The chain manufacturing or- 
ganizations eliminate many of the usual 
overhead costs of the manufacturer, 
such as the selling cost to the retailer, 
by performing both the manufacturing 
and the retailing operations themselves. 

The chain organizations have little 
or, in many cases, no markdowns. This 
is one of the principal savings. There 
are several reasons for this low mark- 
down figure: careful unit control and 
transfer of merchandise. 

Chains have excellent control systems 
in operation, all of which are very much 
alike. They are simple but effective. 
Both the factory and the retail store are 
controlled under this system. There 
are daily deliveries to their stores from 
the factories. Manufacturing is not 
done for a whole season. Chains carry 
very small stocks in both the factory and 
the retail store, but are constantly re- 
plenishing both. In this way, they 
never accumulate a large stock at the 
end of the season. They anticipate 
sales from the past year’s experience 
and from the daily sales records of their 
stores. Thus they know what and how 
many suits to manufacture and do not 
have a lot of “bad numbers” on hand 
at the end of the season. Because they 
control stocks so closely and are so 
aware of consumer demand, they have 
few markdowns. In fact, the chains 
visited insist they never take a mark- 
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down. They have but few garments left 
at the end of the season and these they 
hold over. 

Another reason for the chain’s lack of 
markdowns is that its stores are located 
in various parts of the country. This 
makes it possible to transfer slow-selling 
items to another store where the items 
are selling. 

The chain retail store keeps in con- 
stant contact with the consumer and is 
better able to sell him what he wants. 
An example of this occurred recently 
in a leading chain in the New York area. 
Several customers had asked for shorter 
topcoats than it was possible to purchase 
in any store. This information was 
passed on to the plant by the store man- 
agers. The factory turned out two 
hundred short topcoats to determine 
the demand. These were sold imme- 
diately. The factory then went to large- 
scale production on short topcoats and 
did a substantial volume on this item 
before it had any competition. If the 
department-store buyer had noted such 
a demand and had gone to the manu- 
facturer, the manufacturer would prob- 
ably have said “Next season.” 

The reasons for the success of the 
chain organization are many, but they 
all total up to one thing. It is able to 
operate at a lower overhead and a lower 
total cost per garment than are the usual 
retail channels. 


COMPARISON OF COSTS 


The actual breakdown of costs in the 
independent-store field and in the chain 
organization throws much light on the 
reason for the chain store’s success. 
The breakdown will be found in the 
accompanying table. These figures of 
the chain organization are believed to 
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be approximately correct, as one set of 
figures was received from the owner and 
the other from an equally good source. 

Although this breakdown is incom- 
plete, several important facts can be 
brought out in the analysis. 

$20 and $40 suits. In the $20 retail 
suit of the independent retail store, it 
can easily be seen that machine opera- 
tions rather than hand operations must 
be used since only a very small amount 
is available for overhead, profit, and the 
cost of ‘‘make.” 

The principal difference in the cost of 
the independent manufacturer’s $20 
retail garment and his $40 retail garment 
is found in the “make” of the suit. The 
$20 garment is entirely machine-made, 
while the $40 garment has all of the 
important hand operations and a few 
others besides. Considerable under- 
pressing is done in the $40 garment. 
The stripes match throughout the suit, 
and there is much more time given to the 
examination and the supervision of the 
garment. 


Chains’ versus independents’ suits. 
Comparing the $40 suit of the independ- 
ent manufacturer with the garment of 
the chain manufacturing organizations 
at $22.50 retail, the dollar difference 
between direct production costs (cloth, 
trim, and make) is only $1.66. If these 
estimates are accurate, the chain gives 
the consumer much more intrinsic value 
per dollar. Mass production gives the 
chain an advantage in manufacturing 
overhead, and mass selling an advantage 
in selling expense. Coérdination keeps 
markdowns low. 

In most cases, it is found the $40 
suit has more hand operations than the 
$22.50 one. Most of the operations 
of the latter are by machine, but these 
machine operations are excellent. How- 
ever, some of the $40 houses use many 
more machine operations than is gen- 
erally thought. The collar is felled by 
hand on both types of suits. There is 
edge tape in both types of garments and 
both are felled by hand. Underpressing 


COMPARISON OF Costs OF MEN’s SvuIts 


Department 
Store $20 
Retail 
MIL. os 5. $20 
Selling expense. .. 
MEY «.<.2as Sasecs. 
General overhead. 
Compliment _ of 
initial markon.. 65% 
Billed cost....... $13. 
Cash discount... . .652 (—5%) 
Net:cost......2... 12.35 
Cost of cloth... .. 5.88? 8 
Cost of trim.... “te 1. 
Approximate cost 
of make....... Bp i 9.91 5 
Approximate over- __ WF é 
head and profit . 2.44 








is more common in the $40 house. The 
Department 
Store $40 Chain $22.50 Chain $15 
Retail Retail Retail 
$40 $22.50 $15 
.88 
oa 
2.60 4.00 2.75 
607, 
$24 $18.50 $12.25 
1.20 (—5%) 
22.80 $18.50 $12.25 
.948 8.308 7.00 
00 75 .50 
27 15.21 4.50 13.55 3.31 10.81 
7.59 4.95 1.44 


1 Figure estimated on basis of information received from several buyers. 


* Controllers Congress—1938. 


+ Figures estimated from average yardage cost multiplied by three and one-quarter yards. 
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principal difference will be the additional 
hand operations performed by the $40 
house. These hand operations add 
slightly to actual value, but far more 
to the psychological value of the gar- 
ment. 

It can be seen that the chain organiza- 
tion with a $15 retail suit actually pays 
more for its cloth than does the inde- 
pendent manufacturer for his $20 retail 
suit. The costs of trim and make are 
approximately the same. From this 
analysis, it seems reasonable to assume 
that the $15 garment of the chain 
organization is superior to the $20 
garment of the independent manufac- 
turer. 

The outstanding fact brought out is 
the lower retail overhead of the chain 
organizations. This has been known for 
some time. How much difference this 
makes in the actual cost of the garment 
is vividly brought out by these figures. 


SOLUTION FOR INDEPENDENT STORES 


How will the small manufacturers 
and the independent stores be able to 
compete with the chain organizations? 

Coéperation. Many suggestions have 
been offered in answer to this question. 
The concensus of opinion in the manu- 
facturing field is that the small manu- 
facturer can exist only if he is willing 
to codperate with other small manu- 
facturers who have been his competitors. 
This group of manufacturers could 
open its own retail outlets, using the 
methods of the present chain operator. 
But it is frankly admitted that it is 
virtually impossible to get this codper- 
ation, at least at present. 

Leasing. Leasing of the lower-priced 
men’s wear department to a manufac- 
turer is another possible answer, but 


not one the average retailer cares to 
accept. However, if it comes to the 
point where the low-priced suit business 
can be handled at a profit only by a chain 
manufacturer with a superior product, 
this is a possible answer. 

Group buying. It might be possible 
for the retailer to go into the manufac- 
turing business as is being done to a 
certain extent by some of the large 
retail chains, such as J. C. Penney, 
Sears Roebuck, and Montgomery Ward. 
Montgomery Ward actually buys the 
goods from the mill and contracts for its 
manufacture into the types of garments 
desired. It might be possible for the 
department store through resident buy- 
ing groups to do more of this. It might 
also be possible for the group to go into 
the manufacturing business. 

Manufacturer-retatler cooperation. Bet- 
ter codperation between the retailer 
and the manufacturer might be the 
answer. If a group of stores would 
agree to buy all of a manufacturer’s 
output, he would be able to do a better 
planning job and the overhead should 
be reduced. The manufacturer would 
keep up the stocks of the stores in the 
same way as the chains now do. The 
stores would permit transfer of merchan- 
dise from one store to another. This 
should lead to lower markdown figures. 
Many of the additional costs in which 
the chain store has the advantage would 
then be reduced. The additional serv- 
ice offered by the independent stores 
would account for the principal differ- 
ence in price. 

No services on lower-priced suits. If 
actual value were to be the only consid- 
eration of the consumer, it might be 
possible to have the lower-priced men’s 
suits in a separate store, not offering the 
services of the independent. 
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Anticipation Discounts 


Francis A. WINGATE 


Every general textbook on marketing contains a discussion of discounts as a 
phase of pricing. But there is little information about the extent to which 


retailers “anticipate” their bills. 


The survey reporied in this article grew 


out of the writer’s desire to satisfy his curiosity. 


An anticipation discount may be 
defined as the reduction of a bill per- 
mitted to the retailer by the vendor as a 
reward for payment in advance of the 
date on which the cash discount is 
deductible. To illustrate, let us assume 
a bill with the following terms: 2/20, 
net 60. If the vendee makes payment 
within 20 days, he is entitled to a 2 
per cent discount. If he elects to pay 
earlier, in 8 days for example, he may 
claim an additional reduction at the 
rate of 6 per cent per annum for allowing 
the vendor to have the use of the money 
involved for 12 extra days. If in the 
case at hand the invoice were $1,000, 
the amount remitted would be $978.04— 
the anticipation discount being $1.96 or 
$ of 1 per cent of the net amount of 
$980. Some stores follow the practice 
of using the gross amount rather than 
the net as a base. Under these circum- 
stances, the discount would amount to 
$2.00 (i.e., the interest on $1,000 for 12 
days at 6 per cent), and the amount 
remitted $978. Many vendors will not 
allow anticipation discounts on the gross 
amount but it is the practice of some 
large stores to use this base whenever 
possible, since the amount payable is 
somewhat less. 


SMALL-STORE PRACTICE 


A canvass was made of the merchants 
of Potsdam, New York, a town of 
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approximately five thousand inhabit- 
ants. It revealed that only one mer- 
chant was even familiar with the term, 
and because of financial difficulties he 
was not attempting to secure these 
discounts. Although the sample is lim- 
ited, it probably indicates the practice 
of the small hardware, shoe, or dry goods 
business. Several letters received from 
vendors bear this out. A shoe manu- 
facturer writes: “Up to two years ago 
we allowed anticipation on the basis of 
six per cent per annum; and at that time 
out of five or six hundred customers, 
not over ten availed themselves of this 
opportunity.” (This firm today permits 
anticipation at 4 per cent.) 

In the case of the merchant who 
purchases in small quantities, under 
$100, no appreciable loss is suffered by 
his failure to secure these discounts. 
It is possible, however, that the well- 
financed merchant may be passing up 
an opportunity to increase his net profit 
figure. 


LARGE-STORE PRACTICE 


Inquiries were addressed to twenty- 
eight department stores, each with sales 
in excess of $5,000,000 annually. They 
were asked if they took anticipation, 
and to what extent. Eighteen replies 
were received. 

In every case, the reporting stores 
stated that they followed the practice 
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of taking such discounts. There is a 
wide variation in the extent to which 
anticipation is realized. One large store 
remarked that it could anticipate only 
twenty-five per cent of its invoices, while 
another store anticipated in the neigh- 
borhood of ninety-five per cent of its 
invoices. These differences are attrib- 
utable te the vendors’ selling terms, 
rather than to a lack of financial ability 
to anticipate on the part of the depart- 
ment stores. 

Some idea of the practical importance 
of these discounts can be gained from 
the following quotation from a letter 
written by the controller of a large store: 
“Our anticipation amounts to about 
$35,000 per annum on cost purchases of 
merchandise which aggregate $16,- 
000,000.” 


RATE OF ANTICIPATION 


The prevailing rate is 6 per cent. Ob- 
viously, this is largely a matter of 
custom. Although recognizing that this 
rate is widely out of line with current 
interest rates, several controllers com- 
mented that it was not an unreasonable 
hardship for the vendor. They point 
out that during periods of high money 
rates, to wit, 1929, the retailers did not 
try to anticipate at a rate in excess of 
6 per cent. To quote one controller, 
“We had money out in the call money 
market which was paying us 12 per 
cent.” There is, however, some indica- 
tion of a trend toward a lower rate. 
One store reported that many of its 
vendors would permit anticipation only 
at four or five per cent per annum. 

Several controllers contributed the 
information that it is not profitable 
to anticipate small invoices. The small 
price reduction to be secured would be 


more than offset by the increased clerical 
and postage cost involved. Also, any 
attempt to anticipate for very short 
periods of time is an uneconomical 
operation. If the general rate of an- 
ticipation is reduced to 4 per cent, the 
profitability of making any great effort 
to secure the discount will be consid- 
erably reduced. It should be noted, 
however, that some stores have large 
cash reserves, uninvested because of the 
unstable nature of the security markets. 
A safe opportunity to earn even 4 per 
cent on capital is not to be neglected. 


Merit Rating and Em- 
ployment Stabilization 


O. PRESTON ROBINSON 


During the past few years, retailers 
have been forced to pay considerable 
attention to the problem of employment 
stabilization. Recent legislation, labor 
organization, and a general widespread 
interest in employment and unemploy- 
ment have focused interest upon this 
important problem. The result has 
been the adoption of regularized income 
or guaranteed annual wage plans in some 
stores, a reawakened interest in employ- 
ment and training for stability and 
flexibility, and a restudy of sales-promo- 
tion plans to achieve a steadier customer 
demand. The problem has also brought 
about a renewed emphasis of the poten- 
tialities of merit or experience rating 
in State unemployment compensation 
laws as a means of stimulating employ- 
ment stabilization. This method of 
work stabilization deserves to be con- 
sidered seriously. 

One of the basic purposes of that phase 
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to the Social Security Act which dealt 
with unemployment compensation was 
to stimulate the creation of State unem- 
ployment insurance acts that would 
decrease the cost of unemployment 
to the worker and increase job stability. 
State plans that were acceptable to the 
Federal Government were of either one 
of two general types: 

1. The pooled fund 

2. The company reserve 

Under the pooled fund system, taxes 
collected by the State for unemployment 
compensation purposes are put into one 
general fund out of which all unemploy- 
ment benefits are paid. Benefits are 
paid from this fund, until it is exhausted, 
to all eligible employees regardless of 
the amount of tax contributions of their 
respective employers. 

Under the company reserve plan, each 
employer sets up a separate reserve 
fund made up of his tax contributions. 
This fund is supervised by the State 
but owned by the employer. Out of it, 
unemployment benefits are paid to 
eligible unemployed workers of the 
employer. When this private reserve 
fund reaches a stipulated amount, the 
employer may reduce or discontinue 
the amount of his tax contributions. 
This type of company reserve plan is the 
one set up under the Wisconsin law and 
which has worked so successfully in that 
State. 

Merit rating. Merit or experience 
rating is a method of taxation associated 
with some State unemployment insur- 
ance laws, whereby an employer who 
enjoys or attains a more stable employ- 
ment may win reduction in the amount 
of his pay-roll tax. In the State laws 
where such a provision exists, an un- 


December 1940 


employment experience schedule is usu- 
ally set up that shows the amount of the 
tax reduction allowable under various 
unemployment experience ratings. For 
example, in the New York State Merit 
Rating bill, passed in March 1940 by 
the State Senate, and Assembly, but 
vetoed by the governor, employers 
who attain the highest rating for stable 
employment were to have their pay-roll 
tax cut from 3 per cent to less than 1 
per cent. To a retailer with a sales 
volume of $5,000,000, this means a 
potential saving of from $18,000 to 
$20,000 annually. 

Merit or experience ratings operate 
automatically under the company re- 
serve plan. Where the State has the 
pooled fund plan, separate provision 
must be made for merit rating; other- 
wise, the fund operates as a straight 
pool without any credit for exceptional 
employment experience. 

The advantages of merit rating are 
quite obvious. If an employer can, by 
stabilizing his employment, effect sav- 
ings ranging up to over 2 per cent of his 
pay roll, he is given a tremendous 
incentive to take any and all steps that 
will reduce unemployment in his busi- 
ness. For retailers particularly, who 
enjoy a relatively higher degree of 
employment stability than many types 
of manufacturers, the plan has distinct 
appeal. 

The cost of unemployment insurance, 
like all other types of insurance, should 
be based upon the risk involved. Em- 
ployers who are able to reduce this risk 
should benefit in reduced costs. Merit 
rating makes such a reduction possible 
and sets up a streng incentive io greater 
employment stabilization. 
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How Much Do You Know About Retail Advertising? 


10. 


(Answers are found on page 128.) 


. Which of the following variety chain-store organizations is a frequent user of newspaper advertising? 


S. H. Kress F. W. Woolworth F. & W. Grand S. S. Kresge 


. What is likely to be the chief effect on advertising of the “consumer movement’’? 


—— It will tend to reduce the amount of advertising used by retail stores. 
——— It will tend to increase the amount of advertising used by retail stores. 
——— It will tend to make advertising more factual and informative. 
—— It will tend to discourage the use of emotional appeals. 

—— It will tend to lower the prices at which merchandise is advertised. 


. Upon which one of the following factors is the success of a retail advertisement most likely to depend? 


The illustration The headline The item The selling appeal 


. What is an “advertising allowance”? 


——— An appropriation allotted by a store to one of its selling departments. 
—— A sum of money set aside by a store for the advertising of the stores private brands of mer- 


chandise. 
—— A fund allotted by a manufacturer to a retailer for the advertising of the manufacturer’s 


merchandise. 


. Underline the statement below that expresses the chief advantage of the omnibus style of advertising. 


—— It conveys the impression of specialization. 

—— It permits advertisements to be put on pages with related news. 

—— It affords an opportunity to advertise in small space articles which might otherwise not 
warrant advertising. 

—— It combines in one advertisement several related articles, one of which may suggest or lead 


to a need for another. 


. In measuring newspaper space, inches of depth may be converted into lines of depth by multiplying 


by: 
2 8 14 24 36 


. The milline rate is a term applied by advertisers and newspapers to: 


—— The rate for publishing one million lines of advertising in a newspaper. 

—— The rate for publishing one thousand lines of advertising in a newspaper. 

—— The cost of reaching one million readers of a newspaper with one line of advertising. 
——— The cost of reaching one thousand readers of a newspaper with one line of advertising. 


. Which one of the following types of illustrations is not reproduced by the halftone process? 


Line drawing Wash drawing Photograph 


. The Ben Day process is: 


—— amethod of laying a pattern of small, regularly spaced dots over designated areas of a drawing. 
—— a method of finishing halftone engraving plates. 
—— a method of estimating the number of people who listen to radio programs. 


—— a method of using color in newspaper advertising. 
For which of the following kinds of stores is direct-mail advertising normally more satisfactory as 


an advertising medium? (Check one of each of the five pairs.) 


—— Large-city store -——— Small-city store 
Neighborhood store ——— Central-shopping-district store 

—-— Specialty store —— Department store 

-—— Promotional store —— Nonpromotional store 


— Cash store ——- Credit store 
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How the Detroit Schools Train Christ- 
mas Extras 


Rutu E. DuNN 


Schools can provide a great service to the retail community and a practical 
training experience for pupils by emulating the plan presented here. 


A large percentage of the high- 
volume Christmas retail business in 
Detroit is done over the counter of the 
limited-price variety stores. The sea- 
sonal upturn in sales presents a stimu- 
lating profit outlook for the manager, 
but it also brings him face to face with 
a trying problem. Where shall he find 
the additional sales help to serve this 
holiday public for one month, and one 
month only? From what source can a 
manager or owner, during a “‘too busy 
for training period” obtain poised, well- 
groomed, “alert to customer needs” 
salesgirls? 

In 1931, under the direction of the 
Guidance and Placement Department 
of the Detroit public schools, Detroit 
launched a plan to meet this annual 
problem. In 1939, the policy, developed 
through eight years of trial and error, 
had become a ‘“‘must” in the eyes of the 
local retail merchant. 


BASIS OF THE PLAN 


The basis of this plan is that high- 
school students in the general and 
commercial courses should be fitted by 
special preparation for part-time posi- 
tions as an answer to the merchants’ 
Christmas season problem. 

Vocational education had already 
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successfully related job training to job 
placement in other fields of work. Here 
was opportunity (born in the depression) 
not to test a scheme, but to test training. 
Here was opportunity at its best for a 
specific job performance. Fifty to one 
hundred girls in each high school could 
be given trial as potential retail sales- 
clerks. 

As early as 1934 the retail-training 
program of the public schools was 
inaugurated, and store-minded students 
eagerly sought the opportunity to prove 
their selling ability. The store owners 
in the several communities were ap- 
proached. The immediate result was 
an order from sixty stores for the initial 
trial. Then, in eighteen sections of the 
city, community high schools became 
the training headquarters for the limited- 
price variety stores of the respective 
areas. 

SUBJECT MATTER 


Armed with a survey of information 
concerning the needs of the girls and the 
demands of the merchants, those in 
charge of the training compiled a series 
of simple sheets setting forth the train- 
ing requirements. These units of in- 
struction would equip the students in 
the proper channels of training during 
a two-week period of study. Included 
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in the course of study for this brief 
period were the following units: re- 
quirements for working permits; store 
regulations; store policies; store etiquette; 
requirements for personal appearance; 
store arithmetic, including initial test, 
drill, and final test; change-making 
instruction; simplified selling steps; sug- 
gestion selling technique; and cash- 
register training. It was amazing to 
those of us who worked with these 
girls to observe the student-to-worker 
transition. 

The mechanical aptitude for change- 
making and cash-register technique re- 
quired scheduled practice. The han- 
dling of money was perfected first as a 
class project and finally as a group 
project by means of a series of drills. 
Cash-register instruction was handled 
in a similiar manner. This, however, 
required periods of individual practice 
at the machines. By means of assigned 
periods, the girls were permitted to 
operate the machines to perfect their 
technique. During the training in sell- 
ing steps, we emphasized the importance 
of the following points: customer 
approach, knowledge of merchandise, 
knowledge of stock location, and sug- 
gestion selling. We stressed the need for 
efficiency and patience with the 
customer. The codperating stores had 
made special pleas for these qualities in 
contingent girls. 


RECRUITING THE GROUPS 


The course of training for the poten- 
tial Christmas extras was scheduled for 
a two-week period preceding Thanks- 
giving in order that the girls might be 
used that week end if the stores needed 
them. 


The placement counselors in each 
high school allotted the preceding week 
for the filing of applications by the girls 
interested in part-time employment. 
This process was handled in a manner 
resembling as closely as possible that of 
a corresponding procedure in business. 
We recognized the need for good business 
practice. 

Definite requirements resulted in a 
great many eliminations in the final 
selection process. Only those girls ful- 
filling the following requirements could 
be accepted: minimum of seventeen years 
of age; minimum of 5 feet, 3 inches in 
height; well groomed in appearance; 
poised in manner; honest; reliable; and 
alert. There could be no compromise 
with these qualifications. The girls 
must produce results; therefore they 
must be the best. The students spared 
themselves nothing during the two-week 
training period. At the end of the 
preparation, they were rated according 
to the records they had attained in cash 
register, store arithmetic, and change 
making. 


PLACEMENT 


The trained students were then sent 
to the stores for hiring. Each store had 
agreed to a quota but more than the 
quota were generally sent so that stores 
could select those they thought most 
suitable. 

In general, the girls are available for 
store work for periods between noon 
and six o’clock. Since these students 
may be called to relieve a rush period at 
any time during the day, however, 
special arrangements were made to 
supplement their regular classroom work 
with makeup work. Those showing 
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better-than-average training records plus 
better-than-average scholarship records 
were excused from classes for a week 
before Christmas so as to allow them to 
accept full-time positions during this 
week. In January of each year, reports 
of the records of the students were 
returned to theschools with comments, 
ratings, and suggestions from the par- 
ticipating stores. From these records, 
we have been able to make consistent 
improvements in the part-time store- 
training program. 


RESULTS IN 1939 


During December 1939, 82 stores 
participated in the codperative program 
with successful results. Statistics may 
prove a great deal concerning the success 
of the program. Figures showing the 
yearly increase in the amount of money 
earned by these contingent girls has 
been one of the most stimulating proofs 
of a growing project. The 520 selected 
girls placed in 1931 earned approximately 
$5,453. The 1,105 selected girls placed 
in 1939 earned approximately $18,000. 

Far more convincing to us, however, 
have been the letters of appreciation 
not only from store owners and 
managers, but also from the girls who 
have had the benefit of this training. 
Many of these contingent girls, upon 
being graduated, have been employed 
in permanent positions in the stores in 
which they made satisfactory records as 
part-time employees. This is another 
proof of the effectiveness of the plan. 
The school has put another training 
program to the test and the final 
analysis has revealed good job _per- 
formances. 
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Cultural Aspects of the 
Merchandising Course 


As seen by Betty ADDISON, teacher 
of merchandising and salesman- 
ship, Washington Irving High 
School, New York City 


Many people seem to think that the 
merchandising or retailing course, as 
taught in the high school, has no value 
other than its immediate objectives— 
that of training students to become 
salespersons and of teaching them to 
become wiser shoppers. Even teachers, 
who teach in the same school where 
merchandising courses are given, have 
been heard to justify the subject only 
in the light of its commercial possi- 
bilities. 

In addition to its vocational and 
consumer values, however, the merchan- 
dising course presents many overlooked 
opportunities for correlation with the 
academic or cultural subjects. In teach- 
ing merchandising, there are many 
opportunities to show that no one subject 
is entirely independent of any other, and 
that no truly cultured person is mentally 
buried in one isolated field. Because 
of the wide range of topics covered, such 
as textiles, nontextiles, selling, advertis- 
ing, and management, it is possible to 
correlate many of the academic subjects, 
including, among others, geography, 
history, economics, English, chemistry, 
current events, and mathematics. 

In studying sources of textiles and of 
nontextile products, for example, geogra- 
phy can be applied practically, since it 
can be pointed out that many different 
countries supply us with the clothing we 
wear and the products we use. It may 
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be shown that the clothing worn by the 
typical student includes products from 
Japan, Australia, Ireland, South Amer- 
ica, the Malay Peninsula, as well as the 
United States. 

History, economics, and _ current 
events can all be made a living and 
integrated part of the subject by tracing 
the connection between certain historical 
events and the development of indus- 
tries. For example, the teacher may 
show the effect of the Civil War on the 
cotton industry, of the tariff on im- 
porting, of war on prices and on fashions, 
and of laws on advertising and selling 
practices. 

The practical application of chemistry 
may be shown in the effect of strong 
soaps on certain types of fabrics, in the 
processes of rayon manufacture, and 
in the method of extracting rubber 
from latex, to mention only a few of the 


possibilities. 


The correct use of English is stressed ° 


in written work, in advertising copy, 
in business letter writing, and in oral 
expression. In practising demonstra- 
tion sales, the students learn the neces- 
sity for the clear, convincing, and correct 
use of English. 

In addition to throwing new light on 
the cultural subjects taught, the mer- 
chandising course seeks to foster inde- 
pendent research on the part of students. 
Supplementary reading is done in library 
reference books, other textbooks and 
encyclopedias, magazines, and news- 
papers; and on a basis of these, reports 
are prepared. These studies have an 
excellent effect in demonstrating the 
limitations of one textbook and the need 


for getting other points of view on 
controversial matters. 

With the many opportunities for cor- 
relating the merchandising course with 
other subjects and for encouraging inde- 
pendent thought, it is possible to 
broaden the scope of the students’ 
thinking and to enrich their background 
of knowledge beyond the limitations of a 
strictly commercial subject. 


[Continued from page 114.] 

With this information, management 
will carefully consider the possibilities 
for higher turnover in corsets and for 
both higher turnover and higher margins 
in underwear and gloves. 

Spotting strong and weak merchandise 
classifications. An E.I. can be worked 
out for classifications of merchandise 
within a department. Calculation by 
vendors is particularly illuminating. 
By analyzing inventory, purchase, and 
markdown records, it is possible to 
determine (1) the maintained markup 
and (2) the capital turnover on each 
manufacturer’s line. The size of the 
product, the gross E.I. by vendor, as 
compared with the gross E.I. for the 
department, should be of great aid in 
developing a key resource list. 

In conclusion, it would seem that 
management will have an excellent meas- 
ure of the efficiency of a department, or 
merchandise classification, if it watches 
closely both the efficiency index and the 
trend in sales. Emphasis on either one 
alone is likely to lead to faulty conclu- 
sions. The chief merit in the E.I. would 
seem to be the emphasis it places on a 
balance between margin of profit and 
turnover rather than upon the one or the 
other. 
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Book Reviews 


Marketing, by Ralph S. Alexander, 
Frank M. Surface, Robert F. Elder, 
and Wroe Anderson. New York: 
Ginn and Company, 1940, 794 pages. 


Although this textbook devotes only a hun- 
dred pages to retailing, it will appeal to those 
who feel they should broaden their point of 
view in order to obtain a better perspective of 
the whole marketing field. 

One of the most interesting features of the 
book is its treatment of the struggle for business 
between independent stores, chains, mail-order 
houses, and department stores. Instead of 
listing the advantage and disadvantage of each 
of these types of stores, the authors rate each 
type according to eleven determinants of com- 
petitive efficiency. These determinants, which 
they call “elements,” are (1) the quality of 
the management, (2) location, (3) ability to buy 
favorably, (4) the performance of the merchan- 
dising function, (5) equipment and layout, (6) 
ease of control over detailed operations, (7) 
ability to use advertising, (8) services offered, 
(9) expenses of operation, (10) prices, and (11) 
attitude of the public. 

The authors stress the functions of marketing 
rather than the processes. They emphasize 
“why” instead of “how.” Their book is 
scholarly and at the same time practical, 
realistic, and understandable. It is compre- 
hensive and well balanced. 

Teachers will appreciate the authors’ use of 
definitions recommended by the American 
Marketing Association. They will welcome the 
annotated bibliography as well as elaborate 
study guides which are composed of questions, 
exercises, and provocative propositions. 

E. O. S. 


The Bottlenecks of Business, by Thurman 
W. Arnold. New York: Reynal and 
Hitchcock, 1940, xi + 335 pages. 


On its face, this is a book for the consumer. 
The author’s first sentence reads, ‘“The purpose 
of this book is to explain to the consumer what 
can be done for him to increase the distribution 
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of goods under our existing laws...” and this 
is to be done “by enforcement of the Sherman 
Act on a nationwide scale, breaking down all 
restraints of trade....” Actually it is a book 
for the businessman since it is concerned with 
the Sherman Act, the interpretation of the Act 
by the Assistant Attorney General of the 
United States in charge of the Antitrust Division 
of that ministry, and the steps taken by Mr. 
Arnold to enforce the Act. 

Mr. Arnold is a liberal economist who 
believes in “a free market” and is “against 
fixed prices and inefficient, non-competitive 
methods of distribution.” He is not so much 
against mere bigness as he is against that 
private seizure of power which results in all 
those restrains practised in the market tending 
to raise prices and to make goods scarce. He 
would have business return to the market of 
classical economists in which conditions are as 
nearly perfectly competitive as possible. He 
thinks this may be achieved through proper 
enforcement of the Sherman Act. So far, he 
has been remarkably successful in securing 
indictments, some convictions, and some 
agreements by way of “consent decrees.” He 
has attacked wherever he has seen restraints of 
trade—big business men, little business men, 
professional men, farmers, and labor leaders. 
The nearly perfectly competitive market for 
many goods, however, is still far off. 

This book is important to business men be- 
cause it states clearly the Federal Government’s 
present policy toward restraints of trade and 
the procedure to be followed in uprooting them; 
it states a persuasive economic thesis by contrast 
with totalitarianism; and it ties in with the 
rapidly growing and important consumer 
movement which suggests that the thesis here 
laid down will continue to be followed by the 
Attorney General for some time to come. 

L. B. 


The Technique of Advertising Production, 
by Thomas B. Stanley. New York: 
Prentice-Hall, Inc., 1940, 206 pages. 


Many creditable books are available on the 
subjects of layout, typography, photo-engrav- 
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ing, paper, printing, and illustration. In 
general, however, all of these books have one 
shortcoming in common. Each treats the topic 
with which it deals as if it were a subject apart. 
All of them fail properly to show the close 
relationship that actually does—and must— 
exist among all the aspects of advertising pro- 
duction. For the first time, a book is now 
available which brings together and discusses 
in their proper relationship all the aspects of 
advertising production. 

In compressing into one volume a number of 
subjects on which several separate books might 
be and have been written, Professor Stanley has 
accomplished a notable job. He presents a 
wealth of specific information about modern 
processes, materials, and procedures without 
delving into minor and confusing details. This 
makes the book a welcome relief from the 
stodgy, highly technical books that abound in 
the field. His explanations of methods and 
applications are stated in simple, nontechnical 
language that makes reading and understanding 
easier for both the veteran and the beginner. 
All the author’s discussions are made crystal 
clear by well-chosen illustrations. 

Undoubtedly it is one of the best books for 
use as a text in courses in advertising pro- 
duction. It is an indispensable book, moreover, 
for all advertising practitioners. 

C. M. E. 


Retail Personnel Relations, by O. Preston 
Robinson. New York: Prentice-Hall, 
Inc., 1940, 556 pages. 


Many factors have conspired to make re- 
tailers acutely aware of the growing importance 
of the human element in the retail field. Keener 
competition for business, significant Federal 
and State social and labor legislation, the rapid 
growth of unionization, and a wider conscious- 
ness of the problems of employee-employer 
relations—all these have combined to make 
personnel management one of the major prob- 
lems of the day in store operation. Hence it is 
particularly opportune that Dr. Robinson 
should publish at this time the first book on the 
subject of Retail Personnel Relations. 

After outlining the scope and importance of 
retail personnel problems, portraying the most 
common organizational plans for personnel 
administration, and defining personnel policies, 
the author treats the problems and practices of 


personnel administration. First, he examines © 
job analysis, description, and classification for * 
the position to be filled. Then he discusses the © 
personnel budget and the sources of labor © 
supply. He devotes successive chapters to 
employment procedure and operation; inter- — 
viewing; testing; wage plans and incentives; 
and employee induction. In two excellent ~ 
chapters Dr. Robinson surveys the methods ; 
of initial, follow-up, and promotional training; 
and in a third chapter he examines the pro- | 
cedures of employee evaluation: ratings and — 
reviews. E 

Of special interest to most readers at the — 
moment are the author’s three chapters on — 
employment stabilization and his three chapters | 
on employee participation. In the former, ~ 
Dr. Robinson presents up-to-the minute views — 
of labor turnover and terminations; transfers, 1 
promotions, regularized income, merit ratings; — 
and fatigue and health factors in store work. — 
In the latter, he discusses the current situation — 
in regard to employee benefits and activities; — 
employee operating statements and employee | 
representation; and collective bargaining and | 
unionization. The final chapter provides a | 
handy source of reference material on legisla- 
tion affecting labor problems in retailing. The 
two appendices give abstracts from New York 
State and Federal laws. 

C. M. E. 


Answers to How Much Do You Know 
About Retail Advertising on page 122, 


1. S. H. Kress 
2. It will tend to make advertising more 
factual and informative 
3. The item 
4. A fund allotted by a manufacturer to a 
retailer for the advertising of the manu- 
facturer’s merchandise 
. It affords an opportunity to advertise in 
small space articles which might otherwise 
not warrant advertising 
. 14 
. The cost of reaching one million readers of a — 
newspaper with one line of advertising 
. Line drawing 
. A method of laying a pattern of small 
regularly spaced dots over designated areas 
of a drawing 
. Small city, neighborhood, specialty, non- 
promotional, credit 
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